
that 

I 

mr Bjork also criticized
tho cut-off for allocationo f  top management .alary 

king set at48 bode. Ha contandad that this provieiona8 wall a8 other top 


management proviaion. deny tho facilities an opportunityto take advantageof 


or
economies ofscale while this mayk a desirable goalfrom a management 

- .  

economic atandpoiat. it is clearlynot tho goal fortho reimbursement program 


a8 well a8 tho LAC report and many
for ICf’UIR. Tho welsch consent Docroo 


other sources recognize tho desirable and suitable setting for mentally 


retarded poop10 is a 811.11 group setting If this rulecroak8 disincentives 


for largo facilities thenit is in keeping with that programmatic
goal. 


Bjorks testimony is based on him experience advising other healthcar. 


organization.. he is tramforring that experienceto tho ICV/IIR industry. 


mary martins testimony which attempted
this is entirely inconsistent with to 


distinguish thoICV’dIIR from other healthcar. related organization.. mr 


a8 a management consultant for any individual ICF/IR
Bjork ha8 never served in 


minnesota he ha8 noror studied tho management structureof any individual 


facility and ha8 relied solely upon
tho representations o f  tho ownor8and tho 

data which they suppliedhi.. 


tho administrative cost limit
mr Bjork argues that is sufficient and that 


further limits on
top management are unnecessary Tho fact that tho 

administrative costof a facility is limitedd m 8  not Roantho Stat. has no 


intaroat in tho propor useof administrative fund.. Tho Stat. believes that 


in a facility are necessary
tho administrative function8 to ensure good 

program for tho residents Tho Stat. do08 not wantto see all of tho 

administrative allowances usedto pay top management salaries at tho expense 

of other administrative function8 necessaryto tho propor management of tho 


facility. 


HCFA-179 #=. Date Rec’d 

supercedes -Date Appr. 
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from 

8 

item G. mr Bjork o l d  questioned tho use of tho consumer priceindex to 


update figuresfor compensation the state maintains that tho levels of 


compensation resulting tho application of itamethod is reasonable in 


todays market Tho fact that tho
increases in tho health car. industry h a w  

- .  

exceeded tho consumer price and Stat.index led to tho situation where federal 

governments have had to takeatop. to control costs 

Tho enabling legislation minnesota
statutes 2568.501, subd 3, specifically 

directs tho department not to allow operating coat increases that do not 

correspondto increases in other areas of thoeconomy 

Tho department wishes
to rotain this subparta8 published 

comment 19. Part 9553.0033, subpart 15. Ha. harris r a i d  questions 

concorning thonecessity of tho atandordmestablished in this subpart. Tho 

principles are necessaryin order to have criteriafor evaluating coat. for 

rata setting pur-.. Tho criteria must k taken in tho contat of tho total 

of standards for evaluating costsrule ea clear expressions for rat. setting 

purposes 42 CPR, section 405.431 establishes tho -0 standards a8 itemA 

when it uses tho terms necessary and propor c o s t s  rule 52 used tho a0110 

standards Tho department believes that this subpartis necessary and 

reasonable in order to administer thomedical assistanceprogram andwishes to 

rotain it am published 

HCFA-179 # ,x.Date Rec’d 3-as ’‘ 
supercedes Date appr w‘ 
State Rep. In. 

y:2 7  
Date Eff. /-&6 . 
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to 
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x ; : J ?  ! 
c: ,I 9 

t id ;d official[: I 

* J  ki.h 

comment 20. Part 9553.0036. several commentors(Rowland, searles and 

Johnson) brought up several point8 regarding non-allowablecosts Tho 

statement of Hood and reasonableness pages 30 to 35).establishes tho need 
for and reasonableness ofeach of these provisions Tho department wishes to 


- .  

rotain a11 provisions underPart 9553.0036 ea published however tho 

department fool. that -0 comments offeredduring tho hearing require 

additional clarification Tho firat ofthow comments begins on pogo 168 of 

tho august22 transcript Thoro. 11.. Rowland argues that tho cost ofpersonal 

n o d  items suchas personal clothing, should k an allowable coston thobasis 

that tho facility may bo in violation ofminnesota Statutu 626.556 and 

626.557. Tho personal oar. need allowance is established by tho legislature 

at #40 per month under11.3. 256B.35. 11.. Rowland m a 8  to implythat tho 

proviaion o f  necessary food, shelter health car. or supervision is also 

considered "poreonel n o d  itor.". It is important to clarify that only 

personal clothing is in that category she gives thoexample of a resident 

who needs awintor coat. who cannot affordit. Tho department believes that 

if tho resident or tho resident family cannot afford thopurchase of a 

winter coat, thoro are sufficient placesin tho community such a8 church... 


and other charitable organizations
that woulddonato thocoat. 


42 CFR 435.832 specifies that a protected personal needs allowancefor 

"clothing endother personal a d s "  must k provided and cannotbo applied to 

tho coat ofcar.. health Cero finance Adminiatration reimbursement 

specialistswho were contacted on this matter indicated thisproviaion 

provides for monies bo available for personal n o d s  and. therefore these 

HCFA-179 # 56-3 Date Rec'd z-&-8' 
Supercedes 
State Rep. In. .t/: ' Date Eff.A p p r . / y &  
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It may very well k that tho840 par month for a personal needs allowance is 

insufficient given today's prices however tho remedy fa not in this rule 

but in bringing tho issueto tho attontion of tho legislatureTho medical 

assistance program do08 not reimburse for personalnods items 

- .  

Tho next item that requires clarificationonispage 171 of tho august22 

transcript with respect toitom R, on pa9024 of  tho pro- rule Ha. 

rowland examples regarding occasionaltrip. to a DAC because 8 resident 

or had anappointment wouldk considered allowable coat8missed tho bus as 


they arenot regular travel costs to attend day activitycar. centers 


comment 21. Part 9553.0010, subpart 1. Ha. rowland suggests that purchased 

services bo added under program operating coatsin order to cover purchased 

services sucha8 dental hygienist or behavior analystTho propowl rule 

o f  this coat under subpartalready permits tho classification I .  item C, as 

consultant services however tho department agreeswith Ha. Rowland that tho 


rule
tu10 should bo clarified and proposes amending tho by inserting on line 

15, pago 26. aftor tho wordconsultant or purchased Ha. rowland 6180 

suggests adding to tho specific cost categoriestho recruitment coat. for 

staff employedin such categories 7%. ofdepartment believes that costs 

recruitment are appropriately clamifid as administrative costs and. 

therefore wishes to rotain this proviaionas published 


- 20 -
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mr clyde johnson representingDuluth regional Car. Contor, requested 

clarification of  subpart 1, it08 G, regarding tho classification ofresident 

transportation costs afor program purposes whenpersonal vehicleis used 

Tho department agreesthat clarificationis necessary and p r o p o w  tho 

following amendment On pago 26, line 28, aftor tho word c o s t s  insert or - .  

reimbursement for mileage fer, the use of a personal vehicle 

comment 22. Part 9533.0010, general **oral commentors (Rowland, C. 

johnson sajevic and Bark larson spoke about thon o d  for a now cost 

category to upareto certain costs from tho- subject to limits Although tho 

department doesnot agree entirelywith thonow category a8 p r o m  by X.. 

Rowland, it believes that warn suggestions regarding realestate property 

tax08 and speacial assessments insurancefor roe1 estate and professional 

liability, and licensing fees chargod by tho department of  health and tho 

departmentof human services should bo segregated into a -parat. cost 

category where no limits are applied therefore tho department p r o w  tho 

following amendment On page 28, line 10, after theword insurance insert 

- 21 -
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On pa90 63. line 1, doloto -B" and insert u,u. 

Tho department believes
that tho separation of any other cock into tho 

special operating cost categoryis inappropriateand wishes to rotain tho 

p r o w  tu10 am published exceptfor thop r o w  amendments 

supercedes Date Appr. m ?  
State Rep. In. '/. Date Eff. /-/ -86 
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comment 23. Part 9553.0011, subpart 1. commentors (C. johnson martin 
t 

lannigan Rowland, lokhorst and mulloy r a i d  several issues regarding
tho 


change in reporting yearand tho coat of certified audita. Tho issues can bo 


summarized a8follows 

1. Coat ofcertified audita, includingeffect on adminiatration limit2 


2. Coat of changing fiscal year 

3. departments administrationof common reportingyear 


4. inconvenienceto CPA’a of common reportingy o u :  and 

5 .  choice of reporting year end 

that because certified
Tho commentors argued audita havent beena requirement 


in tho paat, tho coat of
such audita for facilitiesor provider group. with 

*or. than 48 bod.may not bo reflected in tho historical eo& of tho facility. 

because tho proposed reimbursementsystem is bawd on historical at..some 

providers would not bo reimbursed for this costin tho firat rat. y o u .  

Additionally, because tho- coat. were not taken into account in tho 

computation of thoadministrativelimit, tho limit would k depressed Tho 

department agreesthat thorn mat. must bo recognized and p r o w  tho 

amendments as statedin comment 34. Tho p r o m  amendments in comment 34 

permits providersto k reimbursed for thocost of a cartifid audit performed 

during or withrespect to tho reporting year onding dec 31 1985, even whena 

provider does not have a historical base for this coat. It removes tho coats 

of certified audita fromhistorical coat8 and creates a mechanism wherebya 


provider can separately submit
actual coat. of a certified audit to tho 

department Tho80 coats will bo limited to 115 percent of thoaverage coat 

HCFA-179 #~uL3Date Rec’d 3-A-86 
Supercedes Date Appr. 

State Rep. In. I Date Eff.  f-‘-i( 
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to 

per licensedbed Tho limitation is necessary to moot tho legislative mandate 

of 2568.501, Sub. 3, to limit administrativecoat.. For tho rat. roar 

boginning october 1, 1986 tho80 coat8 are exemptfro8 tho administrative limit 

because tho fairdevelopment of thoadministrative limitation requiresthat 

- .  

ell providers have a similar c a t  base with regard to coat8 required by tho 

department. 

Tho commentors are concerned
with tho common reportingyear requirement In 

instances whena providers fiscalyear end do88 not coincide with tho 

reporting year established in tho p r o m  rule they fear that it will k 

necessary to change tho facility's fiscal year tho common reporting year 

Tho department believesthat tho p r o p o d  rule does not require ouch changes 

but agrees that clarificationis necessary therefore tho department 

props08 tho followingamendment 

Tho comaontor8questioned tho choice of december 31 a8 tho date of tho comaon 

reporting year Mr. lannigan statedthat thodepartments statistics 

onconcorning thonumber of facilities with fiscal yoera onding december 31 

were inaccurate Tho statement of W o o d  end reasonableness statedthat 65 X of 

providers presently havea Docombor 31 year end Tho department agrees that 

this statementis in error however more providers have a december 31 year 

- 25 - State Rep. In. t' ' Date Eff. 
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and than haveany other singleyear and Tho department acceptsmr lanigans 


36.7 percent figurea8 correct but would point outthat this remains tho 


highest percentage Tho next highest percentage of providers
with a common 

fiscal yearend is june 30, at approximately 23 percent therefore tho 

department maintains thattho choice of a december 31 reporting year-endis 


tho loa& disruptive to tho greatest number
of providers and wishes to rotain 

tho propod provision 88 p u b l i s h  

Additionally, ms Hartin introducedcopies of tho rule 53 advisory committees 

meeting minutes (Public Exhibit.) It appears that a0110 of tho meeting 

minutes were omitted Tho departmentwould therefore like to complete tho 

record by adding tho missing minuto8 fornovember 16, 1985 end december 11, 

1983. (Exhibit DR.)It should also  bo noted that it was in fact, I s .  

Hartin who suggested staggeringtho reporting year and rat. year tho 

advisory committeemembers thoroughly discussedtho change and agreed thatit 

seemed workable december 11, 1985, rule 53 advisory committee special 

Hooting minutes 

comment 24. Part 9553.0041, subpart 2, item f and subpart 3. item C. mr 
lanigan r a i d  tho concorn that landlordsmay bo unwilling to provide 

information ontho lessors asset debtcoot.. Tho department believes that 

this informationis essential to determine whether tholoa80 is cost 


effective this can only bo determined when access
to that informationis 


information can bo included in tho loa80 agreement Also, tho loa80 cost ray 


increase a8 a resultof a 8810 or refinancing oftho capital assetby tho 


lessor Tho department believes that such transactions regardless
of when tho 


lor80 was ontorod into, result
in tho circumvention of provisions in Part 


i-1CFA-179 # %L- Date Rec’d 
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